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Dear Rpplicant:

He have completed nur reviow of vour ashlicatinn far receetn i tivn of Bemnt ey
trom federal dncons tas undsr soction S01{c){R) of the Internal Fevenus Cadp.

The evidence submitted dndicates that yvou weors incorporated |
in ta engage Inp and to do anpy lavinl act
concerning any ot a3ll lawful business to hu sopducted on g not For profit
hbagies in accovdance vith tha corporation unt for profit Coda.

Your activitics, as stated in yvour application is to conduet ap advertining

cogparative for tolevision advertising bencfiting the memhers of ths
. The activity 13 conductad

by tho thrse pembers of tha cooporative, the [N,

and w#he pay faes to an advectising firm for local
felevision advertiscients.,

Hewbarship in the organization shall consist of any pergson, partnership,
agsocjation ov corporation holding a s21ling agreement ag ap authorized

dealer who has entered into an agreement to contributs to vony
organization. Any member of this ovganization shall Forfeit momboyship jn the
evant the mowber shall cease to be an enfranchised [ :02)¢r.
Hambership in a dealer association is required of sach daalar of

.

Inzors of the organization ix derived fram funds received fron I
» for spscial fleet allevance advertising. Expensss are for
advertising and incidental legal, aceounting and tax services.

Saction B801¢c){6) of the Internal Revenns Code provides for tho exanption frow
federal income tax of buziness leagues, chambers of commerce, real estate
boards, boards of trade and profsssional foothall leagues {whathor or not
administaring a pansion fund for football vlayare). which ayve not organized
for profit and no part of ths not sarnings of which inurss to bhe benefit of
any private sharcholder or individual,
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Tncome Tax Regulation 1.501(c) {6)~1 states that the activities of a business
1eague “shonld be dirvected to the improvement of business conditions in one OF

- more line of businass.” A business league is an associaticon of persons naving
some common business interest, the DPArposse of which is to promote guch common
interest apd not to engage lua < fogular hnpinaan nf & kind ovdinarily carried
en for profit. It ig an organization of the same genaral cless as a chamber
of commeras of board of tvade. Thus, its activities should be diracted to the
improvenent of pusiness conditions of one or wore linag of business as
distinguished from the performance of particular gorvices for individual
persong. A stock or commodity axchange is not a pusiness league, a chanher of
commerce or a board of trade within the meaning of section 501{c) (6} and is
not axenpt from tax..."” : : '

In Hational U .@.f):S?E_,Qé’;é‘!}.‘;"‘}Z§,_.E_§§9£Z'@E,i.‘?}lz..l!?.».c,-.,l’:,.l‘l:.‘fi.;‘,‘:?.‘%,‘é .8, 472 (1978) a
" trade asgociation confined ite wembership to dealers franchised by a ' -
particular company and ity activities to the business of the company. In this
casg, the conrt ruled that che otganizaticn wav not entitied to axewption
ander saction 501{c) (6} since its activities and vamborship does not serve the

ipdustyy as a vhole put enly a seyment of a lins of business.

Like the organization cited above, Your memberghip is limited teo enfranchised
B dcalevs and doos pot include members of the automohile industry as
s whole from within the community. Undar this type of operatien, your
organization doas not maat tha requirsment that your activitizs improve
conditions in one or more lines of bunsiness and your activities do not sarve
the automobile industry as 2 whole, but only a segment of a line of business.
gasad on the information subwmitted, we have detarmined that you are not
entitied to exampt status under section 501(c) (6) of the Code and you are a
taxahle entity. VYou are regnired to file federal income tax returns on Form
S 11200 .

1f you do not agres with ouyx detarmination, ycu may raquaest consideration of
this matter by the office of Regional Director of Appeals. To do this, yau
ahould file a written appeal as exzplainad in the enclosed Publication 892.
“Youy appeal,should'gi?a the facts, law, and any other ingo:mation to support
youyr position. If you want a hearing, pleas? requagt it when you file your .
appeal and you will be contacted to arvangs a date.. The hearing may be held
at the regional office, or, if you requast, at any mutuwally convenient
district office. If vou will be rapresented by sonsone Who is not one OL Your
principal officsrs, that person will weed to £ile a powar of attorney ok tax
infornation authorization vith us. ‘



If you do not appoal this determination within 30 davs of the date of this
letter, as explained in the anclosed Publication 892, this lettsr will becoue

our final determination on this matter.

Sincorely yours,.. ..

2
District Diractor

Enclosure: Publication 892




